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. . . were to serve as state treasure, as private stores of wealth,
as capital, and as a circulating medium'.1   The question of
state treasure was of little importance under the early Stuarts,
but saving the precious metals fitted in so admirably with
current theories of the virtue of thrift that it was much stressed.
The puritans were never tired of urging that diligence and
saving and passing a toilsome and modest life were highly
commendable virtues, while even the nobility and gentry, many
of whom themselves were extravagant and idle, thought that
the middle and lower classes should be content to work hard
and spend little.   The failure of mercantilists to distinguish
capital from specie used as circulating medium confused the
arguments that the accumulation of bullion would stimulate
industry and trade, but it did enable them to make out a very
plausible case for the view that the only way to add to capital
was to secure a favourable balance of trade.  As for the use of
gold and silver as means of exchange, the mercantilists often
argued that a greater supply of money meant a greater circula-
tion thereof, and that more circulation meant more trade and
therefore greater production and accumulation of wealth. Cer-
tain of them saw correctly that an abundance of money made
commodities dear, and some at least were convinced that there
was some arithmetical relation between the amount of money
in circulation and prices; but they nevertheless failed as a rule
to see that, if the supply of money were increased, its chief effect
would be to raise the prices of commodities rather than to
increase the physical volume of sales and of output.
In addition to these arguments, which are largely based on
the importance of bullion in the economic life of the nation,
the mercantilists had another, making a stronger popular appeal,
that the greater the volume of exports and the smaller the
volume of imports the greater the amount of employment avail-
able in England. This type of argument probably accounts
for the complacency of the country in the face of such wild
projects as that propounded by Alderman Cockayne in the
middle of the reign of James I to dress and dye all cloth before
export.2 Superficially it did seem a great waste to send un-
1  Jacob Viner, 'English Theories of Foreign Trade before Adam Smith',
Journal of Political Economy, xxxviii. 3 70. His two articles contain the most searching
examination of the writings of early English economists within brief limits. For
a more elaborate account see Eli F. Heckscher, Mercantilism (1935).
2  See below, pp. 329-30.